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Introduction70
71

Initially, the Illinois State Board of Education (�ISBE�) wants to thank the Federal72

Communications Commission (�FCC� or �Commission�) and the Universal Service73

Administrative Company / Schools and Libraries Division (�SLD� or �Administrator�) for its74

ongoing commitment to the Universal Service Program for Schools and Libraries (�E-Rate�75

or �Program�).   The E-rate Program has successfully spurred connectivity across our State,76

especially for public and non-public K-12 schools and districts in economically-77

disadvantaged and rural areas of Illinois.  We welcome the opportunity to comment in this78

important proceeding.79

80

The ISBE respectfully submits these comments as an agency involved in a variety of81

programmatic roles: as the lead agency representing primary and secondary public schools82

across the State of Illinois; as a reviewer and approval agency for technology plans; as a83

support agency for the Illinois� statewide internet access network, the Illinois Century84

Network (ICN); and finally, and in its most important role, as the lead agency that assists85

Illinois� K-12 public schools --  and to extent possible non-public schools -- with program86

applications, appeals and reviews.87

88

The ISBE also supports the efforts of the State E-Rate Coordinators Alliance (SECA) of the89

Chief Council of State School Officers (CCSSO), and has assisted them in their comments90

filed in this proceeding.  We offer these Illinois-specific comments as a complement to those91

in order to highlight issues that are critical to our schools.92

93
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There is no doubt that the E-rate program is a very real benefit to our schools by providing94

monies and resources to improve teaching and learning.  However, we believe that six years95

of experience allows everyone involved to take a step back for a moment and reflect on its96

successes and ways to improve to the program.  Accordingly, we submit these comments in97

an effort to:98

• streamline the process to make it more inclusive of schools who � to a school --  find99
the program administratively burdensome;100

• further the legislative goals of the program while continuing to push for an equitable101
distribution of program dollars;102

• prevent fraud, waste and abuse so that the program�s resources are appropriately and103
efficiently spent.104

105

At the same time, we respectfully disagree with parties who would eliminate the program106

without offering and supporting a viable alternative to assist schools and libraries in this107

important policy area.108

109

We note that our comments and recommendations rely on these fundamental perspectives as110

a guide:111

• The program�s focus needs to remain with applicants, assisting them to receive the112
appropriate resources to complete and maintain their network infrastructure in support113
of their educational goals.  The program should not evolve into a lengthy, costly114
gauntlet of forms, reviews, rules and procedures that undermine the actual program115
goals.116

117

• The program should allow applicants the maximum flexibility to choose between118
service providers, technologies and service options to support their educational119
curricular outcomes.120

121

• The program should be administered in the simplest, most efficient method possible122
in order to ensure equitable distribution of program funds, and reduce fraud, waste123
and abuse.  Applicants should be held accountable for their requests, but the124
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application and review process should not deter them from receiving an equitable and125
appropriate share of resources.126

127

ISBE believes these principles should be guiding factors in any decisions related to program128

improvement.  We fully recognize and continue to support the FCC and SLD�s efforts in129

verification, review, and other areas to address waste, fraud and abuse.  However, we believe130

the solution is not to add more rules, regulations and forms to an already complicated131

process.  If any new rules, regulations and forms should be necessary, these should eliminate132

several existing barriers to better and more efficiently serve the applicant.133

134

Once again, we applaud the FCC and the SLD in implementing and administering a135

complicated, heavily scrutinized program that weaves together several laws, rules, and136

regulations.  Yet throughout the process, it is imperative that the FCC and SLD treat E-Rate137

applicants as customers -- customers who cannot spend precious administrative time and138

money to comply with the myriad and often confusing program rules and regulations that139

appear to do more to discourage applicants than to root out fraud, waste and abuse.140

141

The Commission should recognize that despite all of our best efforts, many schools do not142

apply simply because the administrative burdens outweigh the benefits.  Hence, the roles that143

groups such as the ISBE play -- including face-to-face contact to complete the application144

and reimbursement process -- are critical to program success.   Toll-free 888 numbers and145

web-sites are good and important, but they do not go far enough in assisting applicants to146

successfully apply to a complicated program, much less have them remain active participants147

and supporters.148
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149

We have no doubt that the level of scrutiny by Congress, the FCC, the GAO and others is150

very high.  Yet, we believe the answers are not to add Rules and Regulations, but instead151

simplify the program and make the accountabilities easier and stronger.  Hence, much of the152

focus of our comments is to simplify the program without a loss of accountability.153

154

As is our custom, we ask our schools (public and non-public) to offer us their comments and155

recommendations to direct our filing here.  We note here that we cannot understate the levels156

of applicant frustration with the cumbersome application and review process � and our157

comments need to reflect their sentiments.  Everyone made the point that the process needs to158

be streamlined, reviews need to be fair, and inappropriate rules dropped.  More than anything159

else, schools are frustrated with the process, and many   - including some of the smallest that160

do not have the personnel to work the program - have opted out of the program rather than161

continue working on an application that is as likely to get denied as approved.  In short, the162

process is weighing down the program.163

164

We ask that the FCC take note of the comments below from one of our districts in suburban165

Chicago.  When asked about the topics up for review, their technology coordinator responded166

that the questions asked in the Second Order may have missed the point.  The issue for them167

is:168

�[It] would be the extremely complicated and burdensome application process that is169
currently in effect. There are way too many steps spread out over much too long of a170
time period, and there are too many opportunities for missed communications that can171
make a school ineligible.  Because the process takes well over a year to implement,172
the responsibility for completing the application may pass between two or more173
persons at the district level, and that increases the possibility that one of the many174
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steps may be missed.  I know of school districts that no longer bother with e-Rate175
simply because it is so time-consuming, cumbersome, and the outcome is always176
uncertain.�177

178

Another school district made the point that the SLD�s focus on waste, fraud and abuse has179

harmed smaller schools much more than larger districts, as larger districts can afford to hire180

full-time help, including vendors and/or consultants to do the work for them, and �game� the181

system.  In short, we agree that the FCC and the SLD � in concert with whatever legislative182

directives that may be needed � have to streamline the program and simplify its application183

process and administration.  We also ask the FCC to refer back to the earlier, April, 2002184

NPRM comments provided by ISBE, the CCSSO, and other State agencies on these matters185

and open a focused, expedited Rulemaking on streamlining the program.186

187

Throughout the process, the ISBE will continue to assist schools to get through the188

application process, despite deep deficits and budget cuts at the State and local level.189

However, we agree with our schools that the program has to become easier and more190

equitable for the applicant, not more complicated.  We offer our comments in this section191

with this in mind.192
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Comments and Recommendations on the Implementation of the Second193
Report and Order194

195
Permanent Extension on Appeals196

We applaud the Commission�s decision to permanently extend the date to file appeals from197

30 to 60 days, and that the proper receipt date is the postmark date, not the filing received198

date.  This extra time does allow for applicants to receive the commitment letter, process the199

information, and develop their appeals.  This decision also allows applicants extra time200

during summer vacations to exercise their rights of appeal.  While we maintain our earlier201

position that 90 days is more appropriate; again, given the summer breaks and the ability of202

staff to respond, we appreciate the extension to 60 days as codified in the Second Report.203

204

Eligible Services � Educational Purpose205

The ISBE applauds the FCC for expanding the definition of �educational purposes� to206

include services such as voice mail and wireless services that are used as part of ��activities207

that are integral, immediate, and proximate to the education of students�[now] qualify as208

educational purposes under this program.�  We ask that the Commission and the SLD clarify209

this interpretation and its implementation well in advance of the application window so that210

applicants have definite guidelines for eligible services.  If left undone � and examined in211

concert with the Commission�s attempt to codify the 30% ineligible services denial policy --212

it can have serious problems for applicants and lead to a slew of funding denials.  In short,213

the Commission needs to offer direction to applicants on �toeing the fine line� between214

accurately applying for eligible services and not getting caught in the �30%� Rule which can215

deny entire, majority-eligible funding requests if 30% or more is deemed excessive or216

ineligible.  So while we applaud the decision, we ask that the FCC and SLD take serious,217
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expedited, steps in interpreting and implementing the decision so applicants can file218

appropriately.219

220

On this same topic, the Commission has also stated in the Second Order:221

�By adopting this standard, we provide to schools and libraries and the state and222
local authorities that govern them a more definitive interpretation of educational purposes,223
in order to assist them in pursuing their programmatic objectives.�(emphasis added).224

225

As part of the governing authority in the State of Illinois, the ISBE recommends that226

the FCC interpret and implement this decision to allow safety-related telecommunications227

services used by school personnel on and proximate to the school campus.  This would228

include 911 and E-911 circuits leased from telecommunications carriers; wireless services229

used by non-teaching school personnel such as bus drivers, security personnel and teaching230

personnel on field trips.  We also recommend that the Commission allow the expansion of231

services to support professional staff development, and remote services to physically and232

developmentally-challenged students.  These services, along with voice-mail, homework233

hotlines, and the traditional voice services, are critical to the educational purpose of the234

school.235

236

The Commission needs to specify these services and contexts so schools can apply237

accordingly.  To leave these vital services in doubt will lead to confusion and extended238

appeals on what is considered eligible.  Finally, indecision -- or no decision -- on these points239

will lead to two negative outcomes: applicants being denied per the �30%� scenario -- or just240

as disappointing -- schools don�t apply for eligible services for fear of being denied.241

242
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We also ask that the Commission revisit the Alaska decision with an eye towards the243

original intent of the program, which we believe was to open up access to modern244

telecommunications services to remote, high-cost and economically-challenged areas of the245

U.S.  In short, and along the lines of �educational purpose�, we propose that �non-246

traditional� schools and non-profit educational entities that assist educational entities in these247

areas be considered eligible to use �excess services� obtained through the program.  These248

services would be used, as in the case of the Alaska decision, when not in use by the schools249

and/or libraries.  This allowance would be limited to non-profit educational institutions;250

should not allow excessive or wasteful requests; or cost the program (and its applicants) any251

additional monies.252

253

The point here is at core, simple � let�s better use the services that are already out254

there to support student educational outcomes inside and outside the classroom without255

penalizing the applicant.  Situations such as sharing a T-1 line and using it after the school256

day by a local community-based educational institution; or sharing by an off-site professional257

development institution that supports professional development for school staff; or use to258

provide home access for students from economically-challenged areas, and students with259

physical and developmental challenges, should be allowed within the program.260

261

We feel that situations such as these not only support state and local educational purposes262

and outcomes, but also support Federal educational efforts such as �No Child Left Behind�263

(NCLB) and other programs that involve students, teachers and parents in support of264
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improving educational outcomes for every child from across the nation, including students265

from Beaver, Alaska; rural Sandoval, Illinois; and urban East St. Louis, Illinois.266

267

The NCLB Act calls for the enhancement of education through technology and the268

closing of the digital divide, in part through the effective integration of technology resources269

and systems with teacher training and curriculum development.  The NCLB is a far-reaching270

Act, which requires the involvement of technology at many levels, from student training and271

achievement testing to staff training and the delivery of special services to students who have272

fallen behind their peers.  Under NCLB districts are encouraged to effectively integrate273

technology resources with teacher training and curriculum development and establish274

research-based instructional methods.275

276

Accordingly, the establishment and maintenance of a robust information network277

with easy access for all students and staff should have support and funding from the E-Rate278

program.  Distance delivery of services becomes more important as the requirements of279

NCLB stretch local school resources.  Small and rural districts need access to the resources280

of other districts, state universities and state departments of education in order to upgrade281

teacher qualifications.  Their educational purpose should also support the multiple282

assessments of student achievement which require electronic storage of data and the capacity283

for analysis and reporting.  And to truly assure that no child left is left behind, the e-rate284

program needs to support services that allow schools to better serve children with285

developmental and physical limitations, including distance learning, and limited forms of286

home-based connectivity.  Finally, many educational institutions, particularly in light of the287
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requirements of NCLB, are trying to provide an educational environment where students can288

continue the learning process after the school doors close, and where parents can be involved289

in the educational activities of their children.290

291

Under NCLB, it makes educational sense to provide a seamless educational environment in292

order for students to leave school at the regular time and go to a library or community center293

and gain access to programs, content and research on the Internet.  To date, this idea has been294

piloted among a few school districts and libraries with great success.  These institutions tend295

to be located in areas where they have sufficient resources to provide such services.296

However, students who, for example, live in public housing cannot access their work because297

schools and libraries currently are not permitted to share access to the E-rate discounted298

network with community groups and neighborhood centers. With the proper safeguards in299

place, we support the concept of being able to share E-rate discounted bandwidth with a300

limited class of currently non-eligible entities during off-school hours -- as long as the301

bandwidth is used for educational purposes.302

303

Those safeguards, however, will be the key to ensuring that demand to the fund is not304

increased due to this provision, and that the entity does not initially request more than it305

needs for educational purposes.  We agree that these safeguards, as the Commission306

suggested in its order commonly called the Alaska Waiver, should include:307

�"That the school or library request only as much discounts for services as are308
reasonably necessary for educational purposes;309

310
�"The additional use would not impose any additional costs on the schools and311
libraries program;312

313
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�"The use should be limited to times when the school is not using the services."314
315
316
317

Further, we suggest that the Commission limit the entities receiving this currently unused318

bandwidth to non-profit entities that provide a robust educational program.  Of course,319

equipment needed to connect these entities to the network would not be E-rate eligible in any320

way, only the unused bandwidth.  We also believe that the scope needs to be kept to321

educational and, accordingly, staff development purposes.  We also recommend that the322

applicants assure the FCC that the Children�s Internet Protection Act (CIPA),  and other323

internet-safety related assurances are in place at any site that shares the bandwidth.324

325

In support of this proposal -- and in light of the Commission�s focus on waste and abuse --326

we submit that the best control over abuse of this expanded definition of eligible services is327

the applicant institution itself.  Since the eligible applicant and billed entity must remain the328

school or library, and accordingly, they must pay for the discounted portion of the service(s),329

and support any reviews or audits, they will have to closely monitor the use and cost of330

services.  Most importantly, the applicant must examine the value of sharing the resources to331

their institution in light of their mandate to improve teaching and learning.  This important332

check, more than any other, will assure that applicants will only pay for services that enhance333

educational outcomes.334

335

336

Hence, the FCC should closely analyze the provisions of NCLB, and make the appropriate337

changes in the eligibility list to support the activities that it requires of the educational338
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community.  As the e-rate program evolves, it cannot do so in a vacuum; it needs to bind339

itself more fully with other Federal educational efforts to improve student achievement.340

341

In sum, we applaud the FCC in its efforts to expand educational use and apply limited342

eligibility to safety-related telecommunications services such as 911 and E-911 circuits.  We343

also ask that the FCC open an expedited, specific Rulemaking to better define eligible344

services to better fit larger Federal initiatives, including NCLB.  We support the345

Commission�s efforts at defining and refining the implementation of this important aspect of346

the Second Order.  We welcome the opportunity to assist the FCC in these efforts.347

348
349

Funding of Duplicative Services350
351

We agree with the FCC�s intent in this matter.  Waste and duplicative services should352

not be funded.  In practice, the ISBE undertakes significant efforts with schools on this353

matter, assisting them with obtaining the best prices for goods and services through state354

master contracts, educational tariffs, purchasing cooperatives, and other cost-reduction355

services.  We submit that due, in large part, to our efforts, prices in Illinois on e-rate eligible356

goods and services are among the nation�s lowest.  Moreover, we also assist schools in357

scrutinizing their vendor proposals to assure that the prices are reasonable in comparison to358

other larger negotiated prices.  Not only do these efforts cut e-rate program costs, but assures359

that scarce school resources which are used to pay for the undiscounted portions are360

expended efficiently.361

362
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Nevertheless, we caution that on the duplicative services issue, the �devil is in the363

details� of implementation.  We ask that the Commission and the SLD recognize that schools364

� especially as it relates to internal connections � must often re-apply due to application365

delays and appeals � appeals, which we add, may be for violating an obscure rule or366

interpretation, or a mistake by the SLD.  We submit that applicants cannot be penalized367

under such circumstances.  We recommend that once an internal connections funding request368

is decided, the school should have options depending on the outcome.  If the original request369

is denied, under appeal, or �As Yet Unfunded�, the newer �duplicate� application should also370

be considered on its own merits.  If the original application is funded, the school should371

retain the ability to drop one of the requests.  In short, a final decision on an alleged372

duplicative funding request should not be decided until the original application is decided.373

The program�s complicated application process and timelines -- and a sense of equity --374

dictate no other course of action in reviewing applications under this rule.375

376

We also believe that the proper implementation of the duplicative services rule377

dictates that reviewers examine requests beyond a simple analysis of the three service378

�baskets� and the billed entity level.  That is, the decision needs to be made at a product,379

service, or function role, not the much broader telecommunications, internet access or380

internal connections levels, as there are many diverse products and services under each of381

these categories.  For example, a school may have a T-1 line for internet access, but the PE382

instructor may also need a line and dial-up internet access in the field house as the LAN383

never got to his office.  The school may be seen as asking for duplicate services, but in384

reality, it is not.  As well, districts and consortia need the ability to purchase services for each385
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of their entities, both as a whole and separately, without fearing that the asking for the same386

service basket for a different entity under their authority will endanger the entire application387

or funding request.  In short, we ask that the Commission implement this rule as a scalpel388

wisely and cautiously -- with an eye towards waste and abuse -- and not as a heavy axe that389

cuts everything in sight.390

391

Eligibility of Voice Mail392
393

We wholeheartedly agree with the Second Order�s inclusion of voice mail services.  They are394

the equivalent of e-mail and other services that allow teachers, administrative staff, students395

and parents to communicate with each other on educational, safety and other issues related to396

the educational process.397

398

Nevertheless, we question why the Commission does not allow PBX-based voice mail399

systems, or other on-site premise equipment with the same functionality, to be treated on par400

with the traditional telco-provided voice mail?  We believe that the Commission should401

refine its decision on this issue to allow a technologically-neutral and vendor-neutral, voice-402

mail offering to compete on an equal basis with the telco-provided service.  That is, if a403

school can prove its non-telco solution, amortized over a reasonable time frame, is as, or404

more cost-effective than the telco-provided option, it should have the ability to acquire that405

service under the program.  Among the core policy foundations of the e-rate program include406

technological neutrality and allowing the applicant to exercise the �maximum flexibility� to407

take advantage of competitive markets and advanced technologies to serve its educational408
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needs.  Accordingly, other, non-telco provided voice mail options should be allowed when409

they better and more efficiently serve the voice-mail needs of the applicant.410

411
412

Computerized Eligible Service List413
414

We agree that a computerized eligible services list would be beneficial.  We appreciate the415

Commission�s efforts at developing a pilot program with several important principles that416

stress flexibility, easy access and easy modification of the list.  We stress that the list NOT be417

exhaustive � that is, that items not on the list may also be eligible.  In short, a list will only be418

as good as its ability to keep pace with the technologies, vendors and eligible services within419

the program.  And no single list can keep up with the technologies and vendors in this area;420

so flexibility and responsiveness are key.  If it does not, the list will likely do more harm than421

good.422

423

We welcome the Commission�s direction to the SLD (�Administrator�) to implement a pilot424

program no later than FY 2005, but again stress to them that making sure the list is not425

exhaustive, that it be flexible, and responsive to technological changes will, in the end, make426

this either a success or just another impediment to the program.427

428

429

Codification of the 30% Policy430

We agree that a codification of the �30% Policy� -- whereby a funding request can be denied431

due to 30% or more of the request is for ineligible service -- is a step in the right direction to432

address waste.  However, so far, we vehemently disagree that in its current implementation it433
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is either fair or appropriate.  During this last funding year, the SLD has interpreted this rule434

to also apply to mis-calculations of eligible services.  As of this year, mathematical errors of435

eligible services that exceed 30% of the original amount are not amended in the review436

process, but instead, are now summarily denied.  This implementation of the rule has now437

turned into a bludgeon that does much more to discourage and quash legitimate requests,438

rather than guaranteeing that wasteful, ineligible requests are denied.439

440

In response, the ISBE has assisted several of its schools with appeals where the �30% rule�441

has evolved into complete funding denials.  These cases were simple mathematical errors or442

miscalculations of eligible services, not efforts to defraud the program.  Among these appeals443

include the Quincy Christian School, the Iroquois West School District, and Belleville High444

School District.  In the Iroquois West case, even the SLD agreed that 67% of the denied local445

POTS telecommunications services request was legitimate, and still went ahead and denied446

the entire request.  In short, the SLD did nothing to either alert the applicant of the services in447

question, and allow them a chance to defend their request, or allow them the opportunity to448

receive partial funding, then appeal the decision for the remainder.  In short, Iroquois West is449

a prime case of good intentions gone wrong in the implementation.450

451

We submit that this revised implementation of the rule is wrong, especially in light of the452

Program�s application process and window deadlines.  Inherently, the program�s application453

process requires applicants to infer future costs of eligible services based on information that454

is often 6-9 months from the actual effective date.  Errors by applicants in calculating costs,455

and errors by the SLD in reviewing these, will inevitably occur.  But instead of working with456
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applicants to substantiate and modify requests in the review process, it has turned into to case457

of �30% Gotcha�, whereby complete denials are occurring.  Finally, we add here that, in458

contrast, if the applicant under-estimates eligible services in their calculations under review,459

the program does not allow them the opportunity to increase the request to cover these.460

Hence, some sense of fairness to the applicant community needs to be exhibited in the461

process.462

463

We submit that this implementation of the �30% Policy� � one which punishes mis-464

calculations and legitimate errors in estimating future costs � is contrary to the Program�s465

goals and does little to support its efforts to address waste, fraud and abuse.  The program has466

several other internal checks and balances to assure that only legitimate costs are funded,467

including checks at the 486, BEAR, SPIF and other reviews that substantiate and re-affirm468

actual expenses.  Also, vendors and applicants know full well that they are subject to post-469

BEAR audit reviews to substantiate any dispersed funds.470

471

In its continuing efforts to address waste, fraud and abuse, the FCC should to continue to472

allow the SLD some limited latitude to deny entire FRNs where they believe blatant price473

inflation has occurred.  But to deny applicants like West Iroquois and others in the �30%�474

group their funding -- due to simple mistakes for which they are quickly willing to correct --475

is contrary to the goals of universal service.476

477

We note again that in contrast, the SLD�s past practice was much more appropriate �478

reviewers lowered the request to the sustainable amount of eligible services.  Any479
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miscalculations and mathematical errors were adjusted and remedied in the review process480

after SLD and the applicant consulted with each other.  We repeat that the 30% cap on481

ineligible services has been in place for several years and is common practice and knowledge482

among applicants; this new variant on the rule is not, and its effects have not been welcome483

by the applicant community.484

485

We ask that the FCC direct the Administrator the leeway to review and adjust funding486

commitments upon review with the applicant, basing the adjustments on the evidence487

submitted during the review process; and that it allow the SLD to send out a revised funding488

request, recognizing the legitimate, substantiated portion of the request per the review.  We489

disagree with the FCC in the Second Order when it states that requiring the SLD to inform an490

applicant that its application is about to be rejected may not be the best solution.  This misses491

the point of what should be the review process � work with applicants so that they know492

what is incorrect and needs substantiation and/or adjustment, then make the proper493

adjustment to the funding request.  To say that doing this will add administrative costs is494

puzzling � these reviews have occurred over the entire course of the program, and495

adjustments were made as a matter of course.  Why is this now an additional cost?496

497

We recognize the need for applicants to be accurate in their requests.  We push them hard to498

get the best data they can in our application sessions with them.  But mistakes on both sides499

happen with a program as complicated and administratively burdensome as the E-rate.  To500

use this rule as it is currently being implemented, and not allow the SLD leeway in adjusting501

funding requests is just not fair to the applicant community.502



21

Choice and Timing of Payment Method503
504

The ISBE stands by its long-standing position -- taken over the last two NPRM�s  -- that the505

choice of discount or BEAR reimbursement should always remain with the applicant.  We506

agree with the FCC�s position on this matter, and appreciate their direction and advice to507

have applicants and vendors memorialize the option(s) chosen in their service agreements.508

We recognize that there may be small administrative costs to the vendors in implementing509

this choice; however, we feel these have been more than offset by the increased business510

activity that the program has engendered.511

512

Suspension and Debarment513
514

We agree with the FCC�s position on this matter.  Debarment of a vendor for a civil515

conviction of actual or attempted fraud, theft, embezzlement, forgery and other related516

offenses cited in the Second Report, is in everyone�s best interests.  But we strongly state that517

the FCC must allow any applicants unwittingly caught in such circumstances the ability to518

change vendors as expeditiously as possible.519

520

We note that in at least one case we�ve seen, this issue has led to excessive delays with all521

applications from schools with a suspect vendor.  In this case, a small, non-public school522

unknowingly contracted with a suspect vendor for a small, fairly simple set of goods and523

services.  A year later, their funding request is delayed while the vendor works through legal524

reviews that are based on alleged fraud on another, much larger-scale project.  In short, the525

small school in our example has been penalized for the vendor�s alleged inappropriate526

activities in another, completely unrelated situation.  We ask that the FCC and the SLD527
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clarify the situation with all of the affected applicants; allowing them the option of changing528

their vendors, without having to wait through a potentially long legal proceeding.  We note529

that the Commission has already allowed similar treatment in a recent case involving the530

State of Tennessee (FCC -03-161A1, released July 2, 2003).  In this case, the FCC granted,531

in part, a request by the State of Tennessee for approval to change its service provider for532

Funding Year 2002.  Tennessee made its request after the FBI initiated an investigation into533

Education Networks of America, Inc. (ENA), the service provider named in its application --534

and evidence that this investigation had delayed Tennessee�s application.535

536

In its decision, the FCC allowed the SLD to issue a funding commitment, pending a537

determination that Tennessee�s application and subsequent invoicing of services for Funding538

Year 2002 complies with the rules of the schools and libraries program.  They then allowed539

the SLD to disburse funds to a designated common carrier -- in effect a refinement of the540

�Good Samaritan� Rule -- for payment to ENA�s subcontractors.  In short, it allowed services541

rendered to be paid to another vendor, while the investigation on the vendor�s activities542

continued its course.  We submit here that allowing further review, and ultimately, payments543

to another vendor to assure services can continue during an investigation � is an important544

�safety net� for applicants in the implementation of this rule.545

546

Finally, we quote the FCC in the Tennessee decision for direction in cases where vendors are547

under review:548

�It remains incumbent upon the applicant to ensure its compliance with all program549
rules.  But we decline to relegate the Tennessee Funding Year 2002 application to limbo550
indefinitely, during the pendency of this ongoing investigation.�551

We agree.552
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Comments on the Further Notice of Proposed Rulemaking553
554

Carryover of Unused Funds555

The ISBE agrees with the Commission on its proposed unused fund carryover rules.  The556

FCC�s proposal to carry over the funds to boost the amounts available in subsequent years557

makes sense in light of the funding cap, and the potential that Priority 1 services demand may558

exceed the current cap.  We applaud the FCC�s decision in light of continuing demand for559

goods and services by applicants.560

561

Technology Plans562

We believe the FCC / SLD should keep the current practice of requiring approved technology563

plans by the July 1 start of the funding year.  We strongly disagree with any efforts to push564

that date back in the process, including back to the date of the filing of the Form 470.565

Schools do tech plans for reasons other than E-rate, including NCLB, and other State and566

local tech initiatives.  We know of no other program that requires tech plan approvals before567

the funding year.  In short, moving the date back adds just another burden for schools.568

Moreover, the ISBE � as the primary approver in Illinois � would also have to reshuffle its569

own review schedules to cover any new proposed date.570

571

Finally, we ask the FCC to direct the SLD (and any of its designated auditors) to match their572

tech plan review criteria with a sense of reality.  For example, reports are surfacing that573

auditors and reviewers are writing up cases where an applicant school fails to cover all of the574

e-rate discounted services in their tech plans.  This includes services such as local voice575

services, cell-phones and other basic telecommunications services.  We ask that we remind576
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ourselves that tech plans are also strategic school improvement plans that link technology577

with improved teaching and learning.  Not everyone can � or should have to -- weave local578

phone services with that process.  In short, we ask that the FCC/SLD, and any auditors579

working on their behalf, take a reasonable -- and relevant -- review standard when auditing580

technology plans.581

582

Other Measures to Prevent Waste, Fraud, and Abuse583

The Commission must look at the issue of waste, fraud and abuse (WFA) from the584

applicant�s perspective as well as from the programmatic side.  Audits, reviews and revised585

rules are necessary, but the FCC and the SLD must also look at what incentives does the586

program provide that encourage such behavior, and how can we make the program easier �587

and ultimately, make the lines of accountability sharper and more focused.588

589
Adjustments to the Internal Connections Discount Matrix590

591

Over the years, our experience has shown that many of the cases of waste, fraud and abuse592

involve internal communications and high-discount applicants.  Clearly, the incentive to593

waste is highest where the discount levels are highest.  In these cases, there is a large594

incentive to inflate margins on internal connections equipment and services.  In contrast,595

telecommunications services are much more likely to be competitive, tariffed, and596

publicized.  Ironically, effective market and government price controls are much more597

evident for these services than for many �free market� internal connections products and598

services.599

600
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While we don�t say here that all cases of waste, fraud and abuse are among poor schools with601

internal connections, the evidence over years point to many cases coming from these areas of602

the program.  In an effort to address these issues -- and just as important -- to bring greater603

equity and allow more schools to receive internal connections monies, we propose604

adjustments to the discount matrix for internal connections.605

606
We strongly concur with the Commission�s desire to ensure connectivity in the nation�s607

poorest schools and libraries; but we also believe that the current discount matrix on internal608

connections does far more harm to the program as a whole.  A ten percent match does not609

provide a sufficient incentive for applicants and vendors to limit internal connection funding610

requests and set reasonable, market-driven prices to these requests.  Often such requests611

include items such as excessive or overly elaborate maintenance agreements or �help desks�612

which go far beyond basic network maintenance; �super-sized and super-priced� routers,613

servers and switches; and fiber cabling where CAT 5/6 is more than sufficient.614

615

We note that discount rates for Priority One services remain unchanged since day one of616

the program, while a simple analysis of funding requests and questionable cases strongly617

indicates that the minimal ten percent match creates an incentive for some applicants to618

purchase more services at inflated prices.  The primary charge of the E-Rate program under619

the Telecommunications Act of 1996 is to provide connectivity for schools and libraries.620

The 90 percent discount for telecommunications services and connectivity, particularly for621

poor and isolated applicants, is necessary and should not be changed.  We again note here622

that there appears to be relatively little waste or abuse with Priority One applications at all623
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discount rates.  However, the internal connections categories has spurred the largest624

investigations on waste, fraud and abuse.625

626

Secondly -- and just as importantly � we also believe that dropping the discount levels627

will improve the equity of the program.  This change will allow more schools to finally628

receive internal connections monies.  Schools in the 50%-80 discount levels -- by no means629

affluent schools -- will now be able to receive internal connections monies to assist them.630

They have not been able to do so since the second year (funding year 1999) of the program.631

632

We therefore propose a change in the discount matrix for Internal Connections. Using the633

current Urban/Rural discount matrixes, we propose reducing the internal connection634

discounts for applicants in the two highest discount bands to a rate of 70 percent.  We ask635

that the Commission also look at similar comments from groups such as the State E-Rate636

Coordinators Alliance (SECA) of the CCSSO to gain more specifics on how the discount637

table should be amended.  Also, we note that the ISBE, CCSSO and other state education638

entities also recommended similar changes in the previous, April 2002, NPRM Comments.639

640

We restate our comments which note that at the outset, the Commission and the SLD641

were given the legislative ability and authority to change discount levels to better serve the642

program�s goals and purposes.  To date, the FCC has never taken advantage of this simple,643

yet direct, change in order to address a host of current e-rate concerns.  We ask that the644

Commission either move forward with this recommendation with the current record on this645
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issue; or if necessary, develop a fast Notice of Comment so that the changes can be646

developed well ahead of the next round of applications (Funding Year 2004).647

648
Every Other Year Internal Connection Funding649

650
We propose to limit discounts on internal connections equipment at the entity level to651

once every two years (every other year).  It is important to emphasize that this restriction652

should be site-specific, that is, applicable to each entity or site level, and should apply only to653

internal connections equipment.  Maintenance services should not be subject to this654

restriction.  In short, we submit here that schools need to know that annual replacement or655

upgrades of internal connections equipment that should be good for at least two years (e.g.656

hubs, routers, servers, switches, wiring) is not in the best interests of the program, nor for that657

matter, their own finances.658

659

Finally, we also recommend that the implementation of such a decision follow many of the660

safeguards and concerns we state in our comments on funding duplicative services.  In short,661

we welcome efforts to deny funding for wasteful, fraudulent requests, but ask that the SLD662

take care in assessing when and where they occur.663

664
665

Focused Resources for Large District and Consortia Applicants666
667

As a lead agency with the Illinois Century Network (ICN), the nation�s largest state-funded668

internet access network -- and one of the largest applicants in the program � we continue to669

submit comments in this important area.  Consortium applications pool resources, negotiate670

bulk prices to reduce unit costs, and save their schools and libraries money.  In turn, these671

savings are passed on to the program in the form of reduced requests.  Per our earlier672
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comments, our conservative estimate is that the ICN saves the program from between $11 �673

15 Million annually over individual applicant requests for internet access and traditional T-1674

connection costs.675

676

Consortium applications would benefit greatly from administrative reforms to address their677

size and complexity.  We are greatly concerned that the Administrator does not timely many678

large-dollar statewide consortia applications for Internet access and telecommunications679

funding.  The fiscal stress and cash flow problems of many consortia and large applicants,680

caused by application review delays have reached unacceptable levels.  We request that the681

Administrator establish a unit staffed by experienced reviewers dedicated to processing682

large-dollar and/or complex consortia applications.683

684

The value of consortia to the E-Rate program cannot be overstated.  Large consortia, and685

state networks in particular, aggregate demand and reduce the total cost of686

telecommunications services for their members, and by extension, the program.  Consortia687

also reduce the number of applications that SLD must process.  Most state networks operate688

under intense scrutiny by state agencies and state legislators, thereby reducing the risk of689

fraud, waste, and abuse.  Lastly the FCC May 8, 1997 Report and Order establishing the E-690

Rate program sought to encourage collaboration and consortia creation for the reasons noted691

above.692

693

Parity of discount methodologies for consortia with other applicants.694
695

Currently, consortia applicants are denied the opportunity to use of a weighted696

average to calculate overall discounts.  We believe it is unfair, discourages formation of697
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consortia, and forces an undue burden on applicants.  In contrast, school districts can698

calculate the shared discount level using a weighted average of their member schools.  The699

simple average process is unfair for consortia in that a small district of 150 students is700

weighted the same as a district of 400,000 children, while the consortia resources needed to701

serve both entities are clearly different.  The latter process of individually listing entities702

forces consortia to list every school individually, creating huge applications.  Allowing703

weighted average options of districts allows consortia to simplify the application process and704

puts them on par with other applicant classes.705

706

Close the Window in Mid February707

Each year the SLD Board Committee establishes dates for the Form 471 filing708

window.  The typical window closing dates of early November to mid-January do not709

conform to applicant school year and legislative funding cycle.  In this last year, the710

Commission and the SLD allowed the window to be extended until mid-February, 2003.  We711

believe this should be a permanent part of the program.  While we are aware of the need to712

carefully consider the length of time necessary to reasonably review applications prior to July713

1, we believe adoption of many streamlining suggestions contained in this filing will allow714

flexibility in moving the window closing date into February.  This expanded time allows715

more applicants -- especially those with very limited resources -- the necessary time to file716

correctly, this begins to address issues of waste, fraud and abuse.  As well, it allows717

assistance centers � like ISBE � an increased opportunity for outreach to first get applicants718

in the mix, then address the Commission�s concerns.719

720
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We propose that the Commission permanently change the deadline for the submission721

of the Form 471 to the middle of February.  This change will increase the likelihood that722

more schools, school districts, libraries and consortia will comply with the requirements of723

the Form 470, and have a better idea of their budgets for the upcoming school year, thus724

decreasing the likelihood of unrealistic requests for funding. It also will allow for all entities725

to have access to the most up-to-date Free & Reduced Lunch data to arrive at consistent726

discount percentages within the states.727

728

Payment and Invoice Recommendations729

730
We believe BEAR payments should be made directly to applicants without first going to the731

service provider.  This would avoid delays -- and in a few cases we�ve witnessed �732

discourage service providers from fraudulently keeping payments and not turning them over733

to applicants, as required by program regulation.  Lastly, several of our schools have also734

been tied up in bankruptcy proceedings as vendors have kept both the school�s payments, and735

now the reimbursements of the program.736

737

Hence, we propose that BEAR payments should be made directly to applicants rather738

than through the service provider intermediary.  The BEAR form was developed as a means739

of addressing situations where E-Rate applicants had already fully paid for the services that740

were approved for discounts.  The form was devised as a means of accommodating both741

service providers and applicants in order for the applicants to recoup the discounts from the742

program.  The service provider merely acts as the conduit for receiving the payment intended743

to reach the E-rate applicant, and then forwarding it on. Therefore, is particularly egregious744
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when service providers fail to comply with the BEAR form rules that compel them to remit745

the payments that they receive from the Administrator as the conduit for forwarding the746

payment to the E-Rate applicant.747

748

On a positive note, the Commission�s Good Samaritan Process appears to have been749

successful in getting a reimbursement check ultimately processed through a different service750

provider, who reimbursed the school district.  But this complicated process works in only751

certain cases, and usually, only after months of delay. We are grateful that this process was752

implemented and hope it will serve as a beneficial tool for other applicants in this unfortunate753

situation.  But at the same time, this process would have been completely unnecessary had754

the BEAR check been sent directly to the intended recipient, the E-Rate applicant.  Per our755

comments, and those of the CCSSO in the earlier NPRM, we believe there are no756

programmatic constraints to the FCC allowing direct payment of BEAR reimbursements to757

the applicant.758

759

Applicants Should Be Allowed to Review and Approve SPIF�s760
761

The Commission should require vendors to obtain signoff from the applicant prior to762

submission of the Form 474 � Service Provider Invoice Form (SPIF) -- for non-recurring763

services.  In brief, the Form 474 allows the vendor to submit invoices for payment to the764

SLD.  The Form assumes and asks the vendor to certify that the work is completed765

satisfactorily and the services are functional.  Yet nothing in the current rules and procedures766

prevents a vendor from submitting the Form 474 without school/district approval.  We have767

witnessed at least two cases (one involving over a million dollars) where the vendor768
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submitted a SPIF and the work was nowhere near completed.  In all fairness, the SLD769

requires the applicant to obtain vendor approval for submission of BEAR Forms for770

reimbursement, but the SLD makes no similar requirement of vendors for the Form 474.  By771

requiring applicant signoff, the school/district has the opportunity to review vendor invoices772

to ensure accuracy and compliance prior to submission to the SLD and prior to having funds773

released to the vendor.774

775

Fairness and accountability insists that if the vendor receives monies in the name of the776

applicant, and the applicant is subject to an audit for these expenditures, then the applicant777

should have some review and sign-off on the Form 474.   While some parties may comment778

that submission of the Form 486 is ample notification for the applicant, we submit that779

requiring the vendor to obtain applicant signature on the Form 474 will assure that the vendor780

has not over-charged, nor asked for funds before the goods and services are provided. This781

step will advance the Commission�s efforts to curb waste, fraud and abuse.782

783

Financial Support for States784
785

We restate our case that now, more than ever, support is essential.  To date, many state786

agencies have offered significant support for applicants throughout the E-rate application787

process, while there continues to be no financial support for state coordinators from the SLD.788

From day one, state coordinators have played an increasingly important role in the789

responsible and efficient administration of the E-rate program; now with much less state and790

local funds to support their activities, continued support is at risk.791

792
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In an informal survey of states by the CCSSO, states spend an average of about $330,000793

each to supporting its applicants and the SLD.  Among the services state agencies provide are794

the following: review and approval of technology plans;  a standardized format for reported795

National School Lunch Program percentages by school;  ongoing guidance for applicants796

through the application process;  alerting the Administrator to problems experienced in the797

field with interpretations and on-line functionality; and assistance with appeals.  As well,798

States have been one of the first lines of defense against questionable vendors and practices799

that can lead to program waste, fraud and abuse.800

801

To be sure, these services vary by state.  However, additional thought needs to be802

given to recognizing the contributions of these organizations.  To that end, we encourage the803

FCC to allow discussion among the Commission, the SLD, and state agencies to develop804

how that financial support should take place.  We note that the FCC / SLD is proud of its805

small administrative costs relative to the size of the program, but we clearly note that these806

costs significantly underestimate the total administrative costs of the program.  The FCC807

needs to take a realistic view of the costs to run this admittedly-complex program; so far,808

they have not.809

810

At a minimum, we ask that compensation include the following: paying for travel and811

lodging expenses to the annual Train-the-Trainers meeting; costs related to reviewing and812

approving technology plans; subsidize states for local and regional training; and provide a813

stipend to each state for specific services provided within the state on behalf of the SLD.814
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Enforcement815
816

We agree that service providers, applicants and consultants should be debarred for willful or817

repeated violations of program rules.  We applaud the initial steps the Commission took in818

this effort with the April 29 Second Order. However, there remains insufficient enforcement819

authority by the Commission or Administrator to ensure that there are severe consequences820

for program violations that are willful and or repeated.821

822

Regulations should go beyond debarment from the program for criminal conduct and823

include willful or repeated violations of program rules. This debarment for willful or repeated824

program violations would be applied against service providers, applicants and consultants.825

826

Debarment terms could be tied to the severity of the violations and should include not827

only length of nonparticipation and whether the debarment operates across all service828

categories or is limited.829
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Summary of Comments830

We again commend the FCC and the USAC/SLD for their efforts in implementing831

and administering the E-rate program.  The program has a lot to be proud of in its efforts at832

addressing the technology needs of many of our poorest and most isolated schools.833

Nevertheless, we believe the time is long overdue to make substantive changes that will834

continue these efforts, while making the process easier � and more accountable -- for835

applicant and administrator alike.  Six years of program experience allows us to make836

significant, substantive changes that would better serve applicants.  We also restate our case837

that the FCC needs to better meld the program with other Federal initiatives such as NCLB838

Act.  The e-rate should work better, and not in a vacuum to other technology initiatives.839

840

Several of the proposals here are simple and should not be hard to implement.  These841

seemingly small steps will go a long way towards improving the program.  However, many842

of the reforms we propose require more substantive review and analysis.  For example,843

redefining the program�s eligible products and services with educational purpose may require844

further follow-up to assure inclusion from all the affected parties.  Hence, we ask that the845

FCC open an expedited NPRM on these issues.  But we add that the process needs to start846

quickly and end promptly.  It cannot go on for years, and ultimately, be partially addressed847

years later.  Significant changes need to take place to assure the program�s viability.  We add848

that these need to address not only the application process, eligible services and eligible849

entities, but also the funding mechanism to assure equity and stability.  The time and effort to850

streamline this program will assure its reasonableness, equity and stability in the eyes that are851

most important � the applicant�s and the children they serve.852
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853

The founders of the e-rate program expended a lot of time, energy and vision in its854

creation.  We should do no less to assure that the program continues to support their goals855

and does not get bogged down in Rules and Regulations that, ultimately, diminish its impact856

and do nothing to diminish waste, fraud and abuse.    We stand ready to assist the FCC and857

the USAC/SLD with these important efforts -- but we respectfully ask that the process begin858

promptly.859

860

Please do not hesitate to call on us for any assistance in these important matters.861


